Human capital consists of set of resources which define individuals ' overall ability and includes skills, education, training, health 
Introduction
There is a consensus among economists that countries with more natural resources have the tendency to develop more as compared to other countries having fewer resources (NRGI Reader). The presence of only these materials does not guarantee an economic growth but human resource shared with other factors result in good economic output. It is proved in different growth theories that human capital always plays its role in development. The most central and important factors in development of human capital are education and health due to their bigger role in the economy. However, there other variables too which contribute towards human capital. In a country's economic growth, human capital plays a very fundamental role as it shows the health of an economy and its people.
In spite of knowing the value of human capital and its effects on growth, there is still no progress or attention given to this important sector. The expenditure on education sector of Pakistan is just 2.3% of GDP (human developing report, 2007-2008) which is very low as compared to other neighbouring countries (World Bank report). Every manifestation related to education is near to the ground in Pakistan.
Similarly, the health sector gets only 2.7% of GDP (World Bank Report) resulting into poor health conditions nation-wide. This is the reason why Pakistan stands at the top in the list for highest infant mortality rate and other diseases like Polio, Malaria and Tuberculosis. Figure 1 shows the data of Pakistan's spending on education as a percentage of its GDP from 1998 to 2012. According to World Bank, in 2010 the spending was 2.37% of the GDP which decreased by 2.2% and 2.1% in 2011 and 2012, respectively. The international standard for education allocation is 4% but still there was no increase in this ratio in Pakistan in 2013 and 2014. The GDP spending on health by government of Pakistan is just 2.7% (as per 2012 statistics) for such a large population of 184 million (World Bank data, 2013) . This less amount of allocation is the reason behind a growing number of diseases such as Polio which is eradicated all around the world but still exists in Pakistan. The services for woman and children are very inefficient and cause several complications during birth. These are the responsibilities of the government to provide proper facilities and control infant mortality rate at a time when it stands highest in the world for Pakistan.
By giving such less attention towards these important sectors, economic growth cannot be achieved. The motive for mentioning the indicators like education, and health is to bring the human capital debate and its impact on economic growth of Pakistan under the attention of policymakers. Afzal (2010) in his paper focused on school education and its relation with the economic growth and a direct relationship was found between the two. The study also found that school education shows good results both in the short run and long run. Akram (2008) in his paper explained that education gets most of the attention in human capital and there is less work done on health care and its effects on the economic growth. It plays a very strong role in national output as labour force is correlated to it. After realization focus was set on health and its impacts on the economy. When there is a developed heath sector it increases the life expectancy in that region and also reduces the deaths at birth. With the reports of World Bank it does conform that good health measures increases the life expectancy. Then the focus is shifted towards Pakistan and explains that health care was never their priority and due to that reason Pakistan always ranks very low among all countries on the human development index. A less work done was only restricted to urban areas. The first result showed that there is a positive relationship between health expenditure and GDP. The other result showed negative relationship of fertility rate with the economic growth. Khan (2005) explains that there are several determinants of economic growth which can help in a country's development but education and health play most important roles. He said that Pakistan is economically growing at a very good speed as compared to other developing nations but there are some countries in South Asia which are much more developed. He also focused on the improvement of institutions as they give better results in the long run. Abbas and Nasir (2001) in their paper did a comparison between Pakistan and Sri Lanka on their human capital and economic growth and found a positive relationship between the two in the long run but negative relationship in the short run. This is because the population is increasing constantly in the developing countries. The necessity for primary education should be fulfilled with time due to its constant demand and as it is the first step towards education, more importance should be given to it.
Literature Review
Al-Yousif (2008) investigated the relationship between education expenditure and economic growth in six Gulf cooperation countries. He believed that education expenditure is the real contributor in economic growth and in every economy human capital plays a vital role in which education acts as an input just like factors of production. The results showed that every country has its own reasons for economic growth and that human capital variables cannot be standardized across all countries. Qadri and Abdul Waheed (2011) found similar conclusion in the context of Pakistan using time series data for 30 years time period. He concluded that human capital has a positive relationship with economic growth and that education has an important role in building human capital. Therefore, the government should pay more attention on education and health care. Shehzad (2004) attempted to identify mortality reducing techniques which were used by countries lower in per capita income than Pakistan. He concluded that there are many reasons for Pakistan's abnormal higher infant mortality rate. This problem can be solved through a simple method of educating women which can reduce the infant and child mortality rates. Amjad (2005) , in his study on the cotton industry of Pakistan, investigated the relationship between human capital and economic growth. He concluded that our workers need education and new skills if they want the industry to grow and compete in the international market. The industry will not prosper if they continue to work with the same techniques, old equipment, and unskilled labour. They need to understand the importance of physical capital and the impact it can have on the overall growth of the economy. Ali, Farooq, and Chaudhry (2011) in their paper explained the importance of relationship between human capital and economic growth. He said that more focus was given to physical capital rather than education and health care due to which less economic output is seen. The paper took different variables like CPI inflation, infant mortality rate, and gross fixed capital formation and all showed positive relationship with economic growth in the long run.
Mehraha and Musai (2013) in their paper investigated the relationship between education and economic growth as education produces a multiplier effect in the economic growth. Result showed a strong relationship between education and economic growth.
Methodology
To investigate the relationship between human capital and economic growth, different variables can be used. For measuring education, the study uses one category of primary enrolment, whereas for health, two indicators are used, i.e. infant mortality rate and birth rate. Physical capital is used as another independent variable. The data is taken from 1972 to 2013.
Description of Variables

Gross Domestic Product (GDP)
It calculates the overall production of goods and services in a country in a given year. It is a gauge of economic growth of a country. In this study, GDP per capita acts as a dependent variable. This proxy is borrowed from Afzal (2010) and Akram (2008) .
Primary Enrolments (EDU)
It is measured by the ratio of total number of students enrolled in primary schools divided by total population of that age bracket (5 to 10 years). This proxy is borrowed from Mehrara (2013) and Al-Yousif (2008) .
Infant Mortality Rate (IMR)
It is measured as the number of infant deaths per 1000 births. Infant mortality rate is the proxy for health which we have borrowed from Shehzad (2004) and Ali et al. (2012) .
Birth Rate (BR)
Birth rate is the second proxy for health and is measured as the number of births per 1000 people of the population. This proxy is borrowed from Akram (2008) .
Physical Capital (PC)
It represents the factors of production. Physical Capital is also known as fixed capital formation. We have borrowed proxy for this variable from Abbas and Foreman-Peck (2008) and Iqbal (2009).
Empirical Model
To find the long term relationship between human capital and economic growth, co-integration test is used. The method used by most of the researchers in literature is Autoregressive Distributive Lag (ARDL) approach to Co-integration, presented as under.
Auto Regressive Distributed Lag (ARDL) Model
Data Source
The data for education, health, physical capital and gross domestic product is taken from the 'Pakistan' profile on the World Bank website.
Analysis
Unit Root Test
The test which is supported by the literature is Augmented Dickey Fuller test and has been used by Afzal (2010) , Akram (2008) , Mohsin (2005) , Abbas (2001) , Amjad (2005) and Ali et al. (2012) . Table 1 shows the results of unit root test. Since the p-value for all the variables is greater than the level of significance, it is concluded that the variables data are stationary, either at level or at first difference. Table 2 presents results of the Bound test which investigates the long run relationship between the dependent and independent variables. Since the p-value of the chi-square test is less than the level of significance, we reject our null hypothesis and conclude that there is a long-term relationship between the variables. 
Bound Test
Results of the ARDL Model
Table reports results of the ARDL model. The value of Durbin Watson is 2 shows the absence of autocorrelation. The value of R-squared is 0.54 which shows that 54 percent of the changes occurring in the dependent variable is because of independent variables, the rest being due to residual term. ARDL results also show that if the birth rate increases by 1 percent, it will increase GDP by 6.14 percent. Birth rate and GDP have a positive relationship. One percent increase in infant mortality rate will decrease GDP by 27 percent. IMR has a very significant impact on the GDP. Primary enrolment also has a negative impact on GDP. One percent increase in PE will decrease GDP by 17 percent. One percent increase in physical capital will increase GDP by 7 percent. 
Vector Error Correction Model
"Results of the VECM model are reported in Table 4 . Theoretically, the error correction coefficient of VECM should be negative and statistically significant for the variable of interest in order to adjust towards the equilibrium. The error correction coefficient for GDP is -0.4193, which means that in case of disequilibrium the dependent variable will go to its equilibrium level by the rate of 41.93% in one period. The coefficient value of 0.4193 shows the speed of adjustment of the variables in the model. 
Conclusion
This paper confirms the results of current literature and theories by showing positive relationship of human capital and economic growth in Pakistan for the time period 1972 to 2013. This result is achieved using ARDL and VECM models. The results show that physical capital and birth rate have positive impact on the economic growth. Empirical evidence also proves that the human capital plays an important role in the prosperity of a nation. These results are not effective in the short run but need investment in the short to have better outcomes in the long run. Sooner the spending, the more healthy and educated people will serve the country in the short run. To achieve this, a lot of consideration is essential for health and education sectors. The allocation of budget needs to get revised and shift focus towards the core elements of a good economy by investing in health and education.
